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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissoners. Pat Wood, 111, Chairman;
William L. Massey, and Nora Mead Brownell.

Sierra Pacific Power Company Docket Nos. ER99-28-003
EL 99-38-002
ER99-945-002

OPINION NO. 465
OPINION AND ORDER
(Issued August 25, 2003)
|. Introduction

1. This Opinion and Order affirmsin part, and vacates in part, an initid decison issued
in this proceeding on March 22, 2001,* concerning two agreements governing the
transmission of power over the Alturas Intertie. This order benefits customers by settling
entitlement to a new transmisson project.

II. Background

2. Power ddiveries from the Peacific Northwest to Cdiforniaand Nevada involve two
geps. Firgt, power is ddivered over the Pacific Northwest AC Intertie (Northwest Intertie)
to the Cdlifornia-Oregon Border (COB). Power to Cdiforniais then transmitted over the
Cdifornia-Oregon Intertie (COI), while power to Nevadais transmitted over the Alturas
Intertie. The Alturas Intertie, which began operation on December 21, 1998, dlows Serra
Pecific Power Company (Sierra Pacific) to tranamit power from Malin, Oregon across the
northeast corner of Cdiforniaand into Nevada. The Northwest Intertie has a maximum
capacity of 4800 MW, as does the COI, while the Alturas Intertie has amaximum capacity
of 300 MW. Thus, the Northwest Intertie has insufficient cgpacity to support Smultaneous
deliveries to both the COI and the Alturas Intertie at their respective fully-rated capacities.

'Sierra Pacific Power Company, 94 FERC 1 63,019, errata issued, 94 FERC i
63,021 (2001) (Initid Decison).



Docket No. ER99-28-003, €t d. -2-

3. On October 2, 1998, in Docket No. ER99-28-000, Sierra Pecific filed the Alturas
Intertie Project Interconnection and Operation and Maintenance Agreement
(Interconnection Agreement) between Sierra Pacific, Bonneville Power Adminigtration
(Bonneville), and PacifiCorp. Sierra Pacific explained that the Interconnection Agreement
provides for the ddineation of ownership of the new facilities congtructed as part of the
Alturas Intertie, the assgnment of responsbility for operation and maintenance of the
facilities, and the interconnected operation of the Alturas Intertie.

4, On November 30, 1998, the Commission accepted the Interconnection Agreement
for filing, effective December 1, 1998, as requested.? The Commission acknowledged that
intervenors had raised "important” issues, decided that "the ongoing discussons between the
parties under the [Western Systems Coordinating Council (WSCC)] procedures are the
proper forum for resolving them,” and directed "the jurisdictiona parties to negotiate the
appropriate operational procedures.'®

5. On January 6, 1999, in Docket No. ER99-945-000, Sierra Pecific filed an Operating
and Scheduling Agreement (Scheduling Agreement) between Sierra Pacific, Bonneville, and
PecifiCorp. Sierra Pacific explained that the Scheduling Agreement provides for the
operation and maintenance of the Alturas Intertie, including, among other things, rdiahility,
voltage control, outage coordination, and switching and dectricd limits. The Scheduling
Agreement aso provides for scheduling of transmission service on the Alturas Intertie and

for curtallments to mitigate operation outside of rdiability limits.

6. On February 26, 1999, the Commission accepted, suspended, and set for hearing®
the Scheduling Agreement. The Commission aso, on its own maotion, set the

I nterconnection Agreement for investigation under Section 206 of the Federa Power Act
(FPA)® (in Docket No. EL99-38-000). All three dockets were consolidated.®

’Sierra Pacific Power Company, 85 FERC 161,314 (1998) (November 30 Order).
3d. at 62,235-36.

“The Commission held the hearing in abeyance, pending settlement negotiations.
However, settlement negotiations, which took place from March 1999 until August 1999,
were unsuccessful.

516 U.S.C. § 824e (2000).

®Serra Pacific Power Company, 86 FERC 61,198 (1999) (Hearing Order). The
Commission aso denied in part and granted in part requests for renearing and clarification
(continued...)
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7. The Commission recognized that "the mutua agreement on these issues that we
anticipated could be reached by the parties apart from forma Commission proceedings has
not occurred,” and stated that, a hearing:

the parties may present evidence on the justness and
reasonableness of the terms and conditions of the Scheduling
Agreement . . . and the terms and conditions of the

I nterconnection Agreement, including how the agreements may
impact the reliable operation of interconnected transmission
systems, including the [Northwest Intertie] and the COI, and the
interregiond transmission grid's ahility to effect power
deliveries to customersin both Nevada and California[?]

8. On January 11, 2001, the Commission dismissed as moot a request for rehearing of
the Hearing Order by Sierra Pacific, who chalenged the Commission's determination to set
for hearing the issue of whether users of the COI (Cdifornia Utilities®) have a priority of

use for the Northwest Intertie.l® The Commission noted that, in a September 22, 2000
Reply Brief, the Cdifornia Utilities stated that they "have never suggested that they have a
right to priority use of the [Northwest Intertie] based on prior use.**

6(...continued)
of the November 30 Order.

’Id. at 61,698.
8d. at 61,697.

The Cdifornia Utilities condst of:  Transmission Agency of Northern Cdifornia
(TANC) and its members (including the Cities of Santa Clara and Redding, Cdifornia,
Modesto Irrigation Digtrict, and Sacramento Municipd Utility Didtrict (SMUD)), M-SR
Public Power Agency, Pacific Gas & Electric Company, San Diego Gas & Electric
Company, and Southern Cdifornia Edison Company.

YSierra Pacific Power Company, 94 FERC 161,033 (2001) (January 11 Order).

11d. at 61,124, diting Cdifornia Utilities Reply Brief a 20.
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0. On March 19, 2001, the Commission denied motions for clarification of the
January 11 Order filed by Bonneville and Sierra Pacific.2 The Commission disagreed that
the January 11 Order had created any uncertainly, reiterating that only the issue of priority
of use based on prior use had been dismissed.’®

[11. Initial Decision

10. Inthe Initid Decidon, as explained in more detail below, the presiding judge
determined that the Scheduling Agreement and I nterconnection Agreement (collectively,
Agreements) should be approved.**

V. Briefs on and Opposing Exceptions

11. On May 4, 2001, Commission Trid Staff (Trid Staff), the Public Utilities
Commission of Nevada (Nevada Commission), Portland Genera Electric Company (PGE),
Truckeee Donner Public Utility Didtrict, the Cdifornia Utilities, Serra Pacific, and
Bonneville® filed Briefs on Exceptions.

12. OnMay 15, 2001, the Cdifornia Utilities filed a motion to reopen the record and
modify the Initial Decison. On May 18, 2001, Triad Staff, and on May 30, 2001, Sierra
Pacific, filed answers to the Cdifornia Utilities mation.

13. On June 8, 2001, Trid Staff, the Nevada Commission, Bonneville, Serra Pacific,
and the Cdifornia Utilities filed Briefs Opposing Exceptions.

14.  OnJuly 26, 2001, TANC and SMUD filed amotion to disregard Section | of Serra
Pacific's Brief Opposing Exceptions, regarding the applicability of Order No. 888,%6 as not

12Serra Pacific Power Company, 94 FERC 161,318 (2001).
B|d. at 62,192.

¥Initid Decision, 94 FERC at 85,148.

Bonnevillefiled a corrected table of authorities on May 7, 2001.

%Promoting Wholesale Competition Through Open Access Non-discriminatory
Transmission Services by Public Utilities and Recovery of Stranded Costs by Public
Utilities and Tranamitting Utilities, Order No. 888, 61 Fed. Reg. 21,540 (May 10, 1996),
FERC Stats. & Regs. 131,036 (1996), order onreh'g, Order No. 888-A, 62 Fed. Reg.
(continued...)
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responsve to the Cdlifornia Utilities exceptions, but rather as continued challenges to the
Initid Decison. On August 10, 2001, Serra Pacific filed an answer to that motion.

15. On duly 12, 2002, Sierra Pacific filed amotion to lodge with the Commisson the
Ninth Circuit's decison in Transmisson Agency of Northern Californiav. Serra Pecific
Power Company.t” On July 29, 2002, TANC and SMUD filed an answer to that motion.
TANC and SMUD do not oppose the motion, but dispute Sierra Pacific's interpretation of
the case. On June 16, 2003, Serra Pacific informed the Commission that the Supreme
Court denied TANC's petition for awrit of certiorari of TANC v. Serra Pacific.

V. Discussion

A. Procedural Matters

16.  Wewill grant TANC and SMUD's motion to disregard that portion of Serra
Pecific's Brief Opposing Exceptions which challenges the presiding judge's determination
regarding the applicability of Order No. 888. TANC and SMUD are correct that such
chdlenge belonged in, and was, in fact, appropriately raised in, Sierra Pacific's Brief on
Exceptions.’®

17.  Wewill deny the Caifornia Utilities motion to reopen the record. In order to
convince the Commission to reopen arecord, the movant must demongtrate the existence
of extraordinary circumstances that outweigh the need for findity in the adminidrative
process,'® and the Cdifornia Utilities have failed to do so. The Cdifornia Utilities argue
that the Commission should "immediately remand the case to the presiding judge with
ingructions to modify both hisfindings and his Initid Decison to conform to the new

18(...continued)
12,274 (March 14, 1997), FERC Stats. & Regs. 131,048 (1997), order onreh'g, Order No.
888-B, 81 FERC 161,248 (1997), order on reh'g, Order No. 888-C, 82 FERC i

61,046 (1998), &f'd inrdlevant part sub nom. Transmission Access Policy Study Group, et
a. v. FERC, 225 F.3d 667 (D.C. Cir. 2000), aff'd sub nom. New York v. FERC, 535 U.S. 1
(2002).

17295 F.3d 918 (9th Cir. 2002) (TANC v. Sierra Padific).

18See, eg., Serra Pacific Brief on Exceptions at 23-36.

19See, eg., East Texas Electric Cooperative, Inc. v. Centra and South West Services,
Inc., et d., 94 FERC 1 61,218 at 61,801 (2001).



Docket No. ER99-28-003, et al.

materiad facts which have been established since the hearing record was closed.'?
However, the "new materid facts' they wish usto consder, i.e., Bonnevillés satement in
its Brief on Exceptions that it would not be able to obtain an anticipated uprating of the
Northwest Intertie, do not warrant aremand. That statement is aready before us, in
Bonnevilles Brief on Exceptions, and the Commission need not order aremand to consider
adatement in a Brief on Exceptions.

18. In contrast, we will grant Sierra Pecific's motion to lodge. Considering TANC v.
SearaPacific, decided after the Initid Decision was issued but before this Opinion and
Order isissued, will not adversdly affect "the need for findity in the adminigrative
process."

B. Approval of Agreements

Initial Decision

19.  Thepresiding judge enumerated the four issues that the parties presented for
hearing: (1) whether the Agreements adversdly affect the reliable operation of the
Northwest Intertie and/or the COI;?! (2) whether the Agreements adversdly affect any right
to use the Northwest Intertie and/or the COI in the most economical manner, and whether
the Commission may enforce any rights or interests affecting use of the Northwest Intertie
againg participants in the Northwest Intertie or the Alturas Intertieg? (3) whether the
operating proceduresin the Agreements are sufficient and/or appropriate;®® and (4) what
relief, if any, would be necessary and appropriate* However, he also stated:

| have concluded that limiting my ruling to the Stated issues
will obfuscate what redly is a issue here. Rather than the
partiess stated issues, this case is about whether or not the
Cdifornia Utilities will continue to have accessto the tota
4800 MW capacity available a the COB if the Commission
approves the Agreements which precipitated their protest.

2Cdifornia Utilities Motion to Reopen the Record &t 5.
?nitial Decision, 94 FERC at 65,120-26.

2|d. at 65,126-35.

2|d. at 65,135-39.

2d. at 65,139-42.
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Alternatively, the question may be stated as whether the
Cdifornia Utilitieswill continue to have access to as much of
the 4800 MW available at the COB as they arein aposition to
take away if the Commission gpproves the two Agreements
which are the subject of these proceedings. Consequently, | am
declining to rule on the specific issues ddlinested by the

parties and will address the heart of the partiess dispute as
directly as possible[*)

20. He further concluded that, because "this case is not about cog, it is aout the
availahility of power," and, as the Cdifornia Utilities would be able to obtain their full

power needs over an aternative, dbeit more expensive route, "it appears that the Cdifornia
Utilitieswill not be adversdly impacted by the energization of the Alturas Intertie pursuant

to the agreements which are the subject to of [sic] these proceeding and, therefore, it

seems that there is no reason why the agreements should not be approved."® Insum, he
ruled in favor of SerraPacific and, by recommending gpprova of the Agreements,
effectively dlocated up to 300 of the 4800 MW available at the COB to Nevada rather than
to Cdifornia. He adso determined that, because of an anticipated uprating of the Northwest
Intertie to 5100 MW sometimein 2001, at most times, the Cdifornia Utilities would be
able to take 4800 MW at the same time 300 MW would be available to Serra Pacific over
the Alturas Intertie?’

21.  Thepresding judge dso rgected the Cdifornia Utilities dlaim that, even if after
energization of the Alturas Intertie (which, as noted above, has a maximum capacity of 300
MW) when the Cdifornia Utilities arguably might have accessto 300 MW fewer than
before energization, "it does not follow that this creates ardiability problem. ... To cary
their burden of proof, the Cdifornia Utilities would have had to provide studies which
demondtrate that they cannot meet their transmission needs because of the energization of
the Alturas Intertie, but they did not."® Additiondly, he did "not find the Cdifornia
Utilitiess argument analogizing the facts in the scenario present here with loop flow
compelling. Loop flow isaredity reated to the physics of ectricity and has a direct

#|d. at 65,142-43.
2|d. at 65,143.

2"|d. He also determined that the Northwest Intertie and the COI, which are
separately owned and controlled and subject to separate tariffs, do not congtitute asingle
sysem. 1d. at 65,145, 65,088 n.154.

%8| d. at 65,144 (citation omitted).
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impact upon interconnected utilities. . . . Here, we are addressing a purdly commercia
problem involving utilities competing for the same congtrained source of power. Thus, the
Cdifornia Utilities's problem is securing an adequate supply.'® He concluded that the
Cdifornia Utilities "seem to want to be able to take as much of the 4800 MW capecity as
they want and only when they want it. Providing them with thisright would deprive the
operators of the [Northwest Intertie] of taking advantage of their ability to sdll the full
capacity of the[Northwest Intertig] al thetime.®°

Arguments on and Opposing Exceptions

22. In their Brief on Exceptions, the Cdifornia Utilities argue that the presiding judge
ered in failing to rule on the specific issues before him.®! They also maintain that, because
the presiding judge found that Sierra Pacific's use of the Alturas Intertie would reduce the
Cdifornia Utilities ability to schedule up to the full rated capecity of the COI, he should
have concluded that the operation was not good uitility practice (especidly regarding
alocation) and, hence, was unreasonable. They explain that, "whether or not the physicd
carrying capability of the COI facilities is changed by the operation of the Alturas Intertie,
the amount of capacity that can actudly be used on the COI to import power at the COB is
reduced when Alturas Intertie users schedule power.'®?

23.  TheCdifornia Utilities dso assart that the presiding judge ignored his own
conclusion that the "question is whether the operation of the Alturas Intertie diminishes the

2|d. at 65,145-46. Moreover, the presiding judge also concluded that Order No.
888 is not dispositive and, in fact, does not go to the real question. Order No. 888 goesto
non-discriminatory transmission access, he found, which is not the issue here; this case
goes to competition between Serra Pacific and the Cdifornia Utilities for "a consgtrained
source of power." Id. a 65,146 (emphagsin Initid Decison).

*1d. at 65,145.

31In eddition, Trid Staff, Bonneville, the Nevada Commission, and the Cdifornia
Utilities dl argue that various findings of fact, which do not affect the result reeched in the
Initid Decision, are erroneous. We will not address those objections, however, as our
determinations in this Opinion and Order do not rely on those dleged errors.

%2Cdifornia Utilities Brief on Exceptions a 44 (emphasisin origind). They
maintain that, due to different scheduling protocols between the Cdifornia | SO and
Bonneville, there is no assurance that the Cdifornia Utilities would be able to outbid the
users of the Alturas Intertie for transmission capacity in the Northwest.
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ability of the Cdifornia Utilities to utilize their sysemsin the most economica manner,'®
and that reliability cannot be entirely divorced from cost. Moreover, they maintain that he
erred in concluding that cost is not the issue because, at some point, an dternative can be
too expengveto beviable. Additiondly, they argue that the presiding judge's definition of
reliability erroneoudy ignores supply adequacy. Findly, they assert that the presiding
judge erred in ignoring their arguments that Sierra Pacific mided the WSCC and state
regulators, alege that the WSCC rating process was corrupted, and also assert that the
presiding judge should have concluded that Sierra Pacific and Bonneville unreasonably
excluded the Cadlifornia Utilities from negotiations over operating procedures.

24.  Onthe opposite sde, in their Briefs on Exceptions, the Nevada Commission, Sierra
Pecific, and Truckee Donner dl argue that the presiding judge erred in holding that Order
No. 888, especidly in itstrestment of transmission priorities, isingpplicable to this case.

In addition, Bonneville and Serra Pacific argue that the presiding judge evauated the
Agreements under the wrong standard. For example, Sierra Pacific maintains that the
presiding judge improperly trested the filing of the Agreements as an gpprova process for
the Alturas Intertie itself, whereas, under the FPA, the Commission does not have
certification authority over transmission facilities.

25. In response, in their Brief Opposing Exceptions, the Cdifornia Utilities argue that
placing limitations on Sierra Pacific's use of the Alturas Intertie would not implicate or
violate Order No. 888, as the Agreements were not appended to the Order No. 888 filings
of any party. Thus, the Cdifornia Utilities argue thet firm use of the Alturas Intertie should
be limited to the amount of transmission capacity that intertie added to the Pacific
Northwest; any additiona use should be non-firm. They aso maintain that the presiding
judge correctly found that an upgrade of the Alturas Intertie would "interfere with the
Cdifornia Utilities use of their sysems,'®* and from this they extrapolate that, the fact that
the Northwest Intertie did not receive the anticipated uprating to 5100 MW, means that
even Sierra Pacific's 300 MW use of the Alturas Intertie is not just and reasonable.

26. In contragt, in their Briefs Opposing Exceptions, Trid Staff, Bonneville, the Nevada
Commission, and Sierra Pcific al argue that the Agreements do not impair reliability® or

B, at 73, diting 94 FERC at 65,143 (emphasis added by Cdifornia Utilities).
3Cdifornia Utilities Brief Opposing Exceptions at 3.

%These parties dso argue that the process for the WSCC rdiability finding was
neither tainted nor an issue in this proceeding. Additiondly, Trid Staff argues that, even if
the Cdifornia Utilities had been excluded from the negatiations (which Bonneville
(continued...)
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interfere with the Cdifornia Utilities use of their fadilities in the most economical

manner.*® These parties also argue that the Agreements comport with good utility practice;
Bonneville further asserts that good utility practice does not confer transmission rights on
another party's transmisson facilities. They dl agree that use of the Alturas Intertie does
not impair any ownership interestsin the COI, as the Alturas Intertie and the COI do not
conditute asingle system, and power scheduled on the Alturas Intertie does not flow on the
COl. Additiondly, they maintain that no contractud rights were violated. Trid Staff
further points out that the California Utilities, which bear the burden of proof, do not point
to any factua findings which support: (1) a specific objection to the Agreements, (2) any
actud power interruption, or (3) adollar amount of harm.

Commission Conclusion

27.  Wewill affirm the presding judge's determination that the Agreements are just and
reasonable.®” Thus, Sierra Pacific may make use of the full 300 MW of the Alturas Intertie.

28.  We cannot find on the record before us that the Agreements impair the reliability of
the Cdifornia Utilities transmisson systems; as the presiding judge pointed out, they
provided no record evidence supporting such impairment. Moreover, the Cdifornia
Utilities reiability argument redly amounts to a claim that they have an absolute right to
tranamit power from Bonneville. Asthe Nevada Commission gptly dates, "this
Commission has never held that the fact that a utility may be forced to obtain supplies from

3(...continued)
disputes), that issue was not set for hearing.

Trid Staff, Bonneville, and Sierra Pacific dso digpute the Cdifornia Utilitiess
assartion that Serra Pacific mided sate regulators. As Trid Staff points out, none of the
relevant state regulators agrees with that accusation.

3For example, the Nevada Commission states that "the Cdifornia Utilities seem to
be claming a perpetud right to use the COI in the way in which they have historicaly used
those facilities" Nevada Commission Brief Opposing Exceptions at 23.

3"Despite the assartion by the Cdifornia Utilities that the presiding judge failed to
rule on the issues before him, we note that the Initid Decison does address the matters
provided for by the Hearing Order, i.e., whether the Agreements are just and reasonable,
their impact on the reliable operation of interconnected systems, and/or the parties rights
to use interconnected systems. See 86 FERC at 61,699.

-10-
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sources other than its 'first choice’ amounts to areliability concern.®® Thisis especidly
true here, where the Cdifornia Utilities have declined to contract for the full, firm
transmission cagpacity they desire, i.e,, to Sign contracts to lock up the transmission of
Bonneville power, and where, we aso note, Cdifornia has no preference rights to such
power under the Pacific Northwest Electric Power Planning and Conservation Act® or any
other statutes.

29.  Wegmilarly find unconvincing the Cdifornia Utilities argument that the
Agreements impede the most economica use of their transmission systems. The

Cdifornia Utilities, in essence, areimputing a perpetud right to continue thair previous
usage of the Northwest Intertie, without their needing to purchase that full, firm capacity,

an argument a odds with the Cdifornia Utilities statement in their September 22, 2000
Reply Brief, quoted above, that they "have never suggested that they have aright to priority
use of the [Northwest Intertie] based on prior use."*

30. Wedso disagree with the Cdifornia Utilities argument that the Agreements violate
good utility practice. Good utility practice does not impute an absolute right by users of

the separate COI to schedule up to the full rated capacity of the Northwest Intertie. In
addition, the Cdifornia Utilities are incorrect in assarting that the Hearing Order

"established an inquiry into whether the [Agreements] comport with WSCC standards,** and
their challenge to the procedure used to obtain the WSCC rating, as noted by the presiding
judge, is not appropriatdly raised in this forum.*?

31 Findly, we disagree with the Cdifornia Utilities assertion that Bonnevilleés falure
to receive an expected uprating of the Northwest Intertie (from 4800 MW to 5100 MW —
which would then alow 4800 MW to be alocated to the COI and 300 MW to the Alturas

3Nevada Commission Brief Opposing Exceptions a 40.
%16 U.S.C. §§ 839-839h (2000).

“0See supra note 11.

We a0 note that, to the extent Order No. 888 is relevant to this dispute, our
determination here that the Agreements are just and reasonable is consistent with the Order
No. 888 palicy that firm transactions have priority over non-firm. See Order No. 888,
FERC Stats. & Regs. at 31,744-48.

“ICdifornia Utilities Brief on Exceptions at 32.

“See Initid Decisgon, 94 FERC at 65,144 n.331.

-11-
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Intertie) affects the presiding judge's underlying determinations. While it istrue that the
presiding judge assumed in his "easy answer” that the uprating would occur, his "more
complicated answer” expresdy acknowledged that "it may be that not doing so [i.e., not
uprating the Northwest Intertie] runstherisk that Cdifornia, a times, will be short of
power."* The presiding judge went on to explain:

[T]he record reflects that, for various reasons, the COI cannot

aways accept 4800 MW from the [Northwest Intertie].

Rather, the record establishes that, during the Summer pesk

season, the COl may only be able to accept 4300 MW at the

COB and certainly no more than 4500 MW. Thus, even if 300

megawatts are routed to the Alturas Intertie from the COB,

there will be very few instances in which the Cdifornia

Utilities could not maximize their take from the COB with

power routed south to the COB on the [Northwest Intertie]. In

those few ingtances when they cannot, they may have to route

power through Idaho and Nevada and north on the Alturas

Intertie to the COB. While this might result in a higher cost to

them than if the same amount of power had traveled on the

“3In this regard, he ated that:

The firgt question which must be addressed is whether the
energization for the Alturas Intertie will have any impact on the
operation of the COI. There should be no question in anyone's
mind that, barring the [Northwest Intertie] recelving a 5100
MW rating, theoreticdly, at lead, it would. That is, assuming
that only 4800 MW can flow on the [Northwest Intertig], and
assuming that the COI can take al 4800 MW, and assuming
that the Cdifornia parties need dl of the 4800 MW, then any
megawatts which flow onto the Alturas Intertie will reduce the
megawatts which the COI can take.

Id. at 65,143-44 (citation omitted).

We note that the fact that the presiding judge contemplated thet the uprating might
not occur is afurther reason to deny the Cdifornia Utilities motion to reopen the record.
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[Northwest Intertig], this case is not about cog, its about the
availability of power.[*]

32. In sum, the presiding judge concluded that the Agreements are just and reasonable.
We concur with that conclusion.

C. Future Expanson

I nitial Decision

33.  Thepresding judge noted that the problem of load growth in the Western
I nterconnection, with constrained power flow from north to south, is not limited to this
dispute. He, therefore, determined, that:

Under these circumstances, it gppears, a smple resolution of
the dispute between the Cdifornia Utilities and Sierra Pecific
will not solve the problem of which their dispute is only
symptomatic. Rather, the only solution to their current
problem, and any future problems, isfor dl partiesin interest
in the Western Interconnection mutually to agree to coordinate
generaion and transmission services throughout the region so
that the needs of al portions of the region will be met.

In order to accomplish this, before even the power plants and
the transmission lines can be built, it may be necessary to

create aregiona organization empowered to make the
appropriate decisions as to how much power is needed, where
that power is needed, and how to ddliver that power to where it
isneeded. All affected states should be represented on the
organization to avoid seam issues which would be amilar to, if
not the same as, the problems presented here. . . .

“Initid Decision, 94 FERC at 65,143 (citations omitted).
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One of the concerns of the Cdifornia Utilities affected by this
generd lack of generation and transmission capacity in the
Western Interconnection istheir fear that Sierra Pacific will
exacerbate the Stuation by upgrading the rating of the Alturas
Intertie [from 300 MW] to 600 MW. The record reflects that
this can be accomplished. Moreover, while it gppears that
Sierra Pacific has not taken any action to upgrade the Intertie
as of the June 2000 hearing, the record reflects thet it has
conducted preliminary studies. It isnot too farfetched,
therefore, to conclude that Sierra Pacific is not unprepared
expeditioudy to begin moving towards an upgrade of the
facility. Recent eventsin the West has convinced me that such
an action would be imprudent and would result in increasing
unjust and unreasonable pricing throughout the Western
Interconnection marketplace. Therefore, | am compelled to
limit the Alturas Intertie to operating a 300 megawaits unless
and until an upgrade is approved as part of the regiona
generation/transmission program described above[*]

Arguments on and Opposing Exceptions

34. In their Briefs on Exceptions, Trid Staff, Bonneville, the Nevada Commisson,
SierraPacific, PGE, and Truckee Donner dl protest the presiding judge's attempt to
preclude expanson of the Alturas Intertie "except as part of a coordinated plan to provide
sufficient generation and transmission services as will meet the needs of every portion of
the Western Interconnection.*® Bonnevilleand the Nevada Commission argue that any
limitation on expangon of the Alturas Intertie is beyond the scope of what the Commission
et for hearing, and Trid Staff, Bonneville, the Nevada Commission, Sierra Pecific, and
PGE argue this determination is not based on the record. Tria Staff and Sierra Pacific aso
argue that the limitation is speculative and too broad.*” Bonneville, the Nevada
Commission, Sierra Pacific, PGE, and Truckee Donner argue that the presiding judge's
determination is inconsstent with the open access objectives of Order No. 888 and other

“Initial Decision, 94 FERC at 65,147-48 (footnotes and citations omitted).
“°|d. at 65,149.

4'Instead, Trid Staff argues, the Commission should establish a mechanism by which
it can evauate any future upgrades if and when they are planned. Trid Staff Brief on
Exceptions at 7.
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Commission orders, that encourage the expangion of transmission systems in response to
market needs, as wdl as with the Commission paolicy of encouraging interconnections.

35. In contrast, in their Brief Opposing Exceptions, the Cdifornia Utilities argue that
the limitation on future expanson of the Alturas Intertie is necessary because the record
supports afinding that mitigation is required for even the current operation of the Alturas
Intertie. The Cdifornia Utilities maintain that, absent such aredtriction on Serra Pacific's
use of the Alturas Intertie, the Agreements would not be just and reasonable.

Commission Conclusion

36.  We agree with those parties who argue that the presiding judge's determination to
limit the Alturas Intertie to operating a 300 MW unless and until an upgrade is approved as
part of aregiona generation/transmission program is beyond the scope of what we set for
hearing. We will, therefore, vacate that portion of the Initia Decison. While we fully

agree with the presding judge's encouragement of regiona coordination and negotiated
solutions to regiond problems, we did not set the issue of upgrades to the Alturas Intertie
for hearing.

The Commission orders:

(A) Thelnitid Decisonis hereby affirmed in part and vacated in part, as discussed
in the body of this Opinion and Order.

(B) TANC and SMUD's motion to disregard is hereby granted.
(C) The Cdifornia Utilities motion to reopen the record is hereby denied.
(D) SierraPecific's motion to lodge is hereby granted.

By the Commission.

(SEAL)

Linda Mitry,
Acting Secretary.



